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ABSTRACT 



This paper is intended to provide a solid base of 
information about the treatment of indirect university research costs in 
various jurisdictions and to highlight some of the factors that have 
contributed to increased interest in the issues surrounding the funding of 
indirect costs of research. University research in Ontario has continued to 
evolve toward science based "resource intensive" research. The Research 
Overheads/ Inf rastructure Envelope established in 1987 is not sufficient for 
current needs, and it does not reflect standard indirect cost rates. The new 
Ontario Research Performance Fund will enhance provincial support for 
university research, but it will not alleviate the full indirect cost 
pressure associated with growing research sponsorship. The need to provide 
additional resources is pressing, and it is occurring at a time when 
large-scale faculty renewal is being planned and when a major increase in 
student demand is anticipated. An appendix compares research overhead rates 
at various Ontario universities. (SLD) 
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Introduction 



Much of the material in this background paper was originally prepared for the Working Group on University 
Research, a joint Council of Ontario Universities and Ministry of Energy, Science and Technology initiative. 
The express purpose of the paper was to provide a solid base of information about the treatment of indirect 
costs in various jurisdictions and highlight some of the factors that have contributed to increased interest in the 
issues surrounding the funding of indirect costs of research. This paper has been updated to reflect recent 
budget initiatives at the federal and provincial level. 

1. University Research: An Overview 

Research carried out at Ontario universities can generally be divided into a number of categories: 

Core research is generally curiosity- driven (basic) research, which the Bovey Commission 
considered essential “to any institution worthy to be called a university” and which “must coexist with 
educational enterprise across all disciplines.” 1 hi commenting on the corc research function, the 
Commission wrote: “Scholarly inquiry, critical appraisal, and weighing of evidence, for instance, are 
essential to every field of academic endeavour” This research function is supported from the general 
operating grants provided by the province to the universities. 

Sponsored research can be considered as basic or applied research. It receives support largely 
through peer-reviewed grants obtained from the federal granting councils (NSERC- National 
Science and Engineering Research Council, MRC - Medical Research Council, and SSHRC - Social 
Sciences and Humanities Research Council), as well as support from research foundations and the 
private sector. 

Research programs supported by provincial programs such as the Ontario Research and Development 
Challenge Fund (ORDCF) in partnership with institutions and the private sector can also be considered 
sponsored research. 

The 1984 Bovey Commission stressed the need for additional federal and provincial funding to support 
what it called “resource-intensive research” noting that: 

“. . . the most effective steps to restore research capacity to levels compatible with the needs of 
a developed country > will consist in funding measures that will take into account the 
infrastructure, overhead and capital costs of research together with some adjustments to 
recognize the needed expansion in activity of additional faculty committed to research. 



1 The Commission on the Future Development of the Universities of Ontario, Ontario Universities: Options and Futures , 
December, 1 984; Edmund C. Bovey, Chairman. 
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All these improvements will be needed if the nation and the province are to compete with the 
requisite degree of effectiveness in the international arena. Such expenditures should be 
considered as investments required to support the intermediate and longer term social and 
economic developmen t of Canada and of On tario. ” 

Contract research is generally applied research perfonned by the institution on behalf of, and funded 
by, industry, provincial or federal agencies or other funding sources. 

The cost of performing research can be divided into two categories: 

Direct costs which include the salaiy and benefit components of the researchers (in proportion to the 
time spent on the research), payroll costs of post-doctoral fellows (PDF’s) and .research assistants, 
equipment and capital expenditures, consultants, materials and supplies, travel. 2 

Indirect costs, sometimes referred to as ‘Facilities and Administrative’ costs or ‘Facilities and 
Services’ costs, include costs of the physical facilities and administration, research infrastructure 
(department/faculty), libraries, and computing facilities. 

The direct and indirect costs of core research are presumed to be covered by the general operating grants 
to the universities from the provincial government. Sponsored research and contract research result in 
incremental direct and indirect costs. Unless recovered directly from the sponsoring /contracting agency, 
foundation, business or other external funding source, such costs must be covered from basic university 
operating revenues. 

2. Sources of Funding for the Direct and Indirect Costs of Research 
Basic University Research 

A large proportion of the direct and indirect research costs of Ontario universities is supported out of 
the operating revenues of the universities themselves. These revenues include the “block grants” from 
the provincial government, tuition fees and other revenue sources. For example, in 1992-93, one 
estimate of the cost of university research in Ontario was $1,432M including faculty salary 
components, and represented about 36% of the total operating expenses of $3,990M. 3 It was further 
estimated that 43% of the “block grant” of $ 1 ,975M ($849M) could be allocated to support of the 
university research function. 4 Using this approach and applying it to the 1999-2000 basic operating 
grant of $1,446M, an estimated $622 million is now allocated to the research function. 



2 This is generally referred to as Total Direct Costs = TDC. 

3 “An Analysis of the Costs of Teaching, Research and Community Service”, Technical Paper for the Task Force on 
Resource Allocation, OCUA, August, 1994. 

4 Compared to $233M total sponsored research funding from the federal granting councils in that year. 
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Sponsored Research - Non-contract 

Most of the direct costs for sponsored research are generally supported by the federal granting 
councils, or by grants from the private sector, foundations, etc. 

Direct costs supported through the granting councils generally include salaries for research associates 
(graduate students, post-doctoral fellows), appropriate travel, equipment and materials, and costs of 
communicating research results. The grants do not provide for salary contributions for principal 
investigators (grantees), although SSHRC does include a component to cover release from teaching 
duties, i.e., Research Time Stipend. 

The federal granting councils do not allow for indirect costs, and assume such costs are covered by 
the institution receiving the grant. 

In addition to support for direct costs, private sector grants often allow a small overhead component, 
e.g., 10-1 5% TDC. Foundation grants may allow for indirect costs at a rate determined by the 
specific foundation. 

In 1987-88 Ontario created the Research Overheads/Infrastructure Envelope (ROIE) to help 
improve the capacity and capability of the universities to conduct research that contributes to 
Ontario’s economic growth. The amount of the ROIE available to each Ontario university is 
proportional to that university’s “share” of selected 5 federal granting councils’ peer-adjudicated 
sponsored research grants (SSRG) generally given for basic research by individual researchers and 
research teams. 6 Federal granting council sponsored research handing and ROIE values are tabulated 
in Table 1. 

Where Ontario is a partner in the sponsored research, including matching grant programs through 
URIF, the Ontario Centres of Excellence program, or the Ontario Research and Development 
Challenge Fund (ORDCF), the province provides for indirect costs at a rate of about 30%TDC. 

The Ontario Research and Development Challenge Fund was created in the 1 997 Ontario Budget as 
a $500M, 10- year program to support Ontario research in partnership with research institutions and 
the private sector. Early in the evolution of its policies and procedures it was agreed that ORDCF 



5 It should be noted that of the peer-reviewed sponsored research funding provided to Ontario universities by the federal 
granting councils, not all grants are used to calculate the distribution of the ROIE. For example, in 1997-98 total sponsored 
research in Ontario was $225,754,000 of which $178,103,000 was used in calculating the ROIE distribution. It appears that 
funding for basic research by individuals or groups is included whereas infrastructure -related funding, e.g., NSERC major 
equipment grants, are not included. 

6 The Ontario Ministry of Training, Colleges and Universities (formerly Ministry of Education and Training) uses the three- 
year average, slipped two years, of SSRG to determine the share of ROIE that each university receives. For example, the 
1999-2000 average is based on 1995-96, 1996-97 and 1997-98 data. 
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